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UNITED CORPORATIONS LIMITED 


MANAGEMENT’S DISCUSSION AND ANALYSIS 


Operating Results 


In fiscal 1999, United Corporations Limited achieved net income of $10,013,000 compared to fiscal 
1998 net income of $9,552,000. On a per common share basis, net income was $1.04 per common 
share compared to 1998 at $0.99 (restated for the May 29, 1998 stock dividend). 


Canadian dividend income increased marginally from $8,633,000 in 1998 to $8,652,000 in 1999. The 
foreign dividend income increased by 13.1% from $1,263,000 in 1998 to $1,427,000 in 1999. The 
increase in foreign dividend income is mainly due to an increase in higher yielding foreign securities 
and a higher cost investment in 1999. Interest income amounted to $2,191,000 in 1999, an increase 
of 49.4% from 1998. The increase in interest income in 1999 is due to higher cash balances and an 
increase in interest rates. 


Total expenses amounted to $1,795,000 (1998 - $1,517,000) or .28% (1998 - .26%) of average assets 
for the year ended March 31, 1999. 


During the year ended March 31, 1999, the Corporation realized net gains on investments before 
income taxes of $42,645,000 as compared to the net gain of $101,059,000 in the previous year. During 
the year ended March 31, 1998, the Company sold its 2,074,721 shares of National Trustco Inc. 
resulting in a gain of $45,929,000. Excluding this gain, realized gains on investments amounted to 
$55,133,000 for the year ended March 31, 1998. The reduction in the realized gain in 1999 is partially 
attributable to a decline in Canadian stock markets during the current fiscal year. 


The investment portfolio of the Corporation is comprised of a mix of high income yielding and low 
income yielding Canadian and foreign investments. Total revenue and net income per share can vary 
significantly from period to period depending on the investment mix of the portfolio. 


Dividends 


It is a policy of the Corporation to distribute to its shareholders in any taxation year, sufficient taxable 
Canadian dividends to enable the parent company to maintain its status as an “investment corporation” 
as defined by the Income Tax Act (Canada). In general terms, the distribution requirement is eighty- 
five percent of the aggregate of taxable Canadian dividends received and two-thirds of taxable income 
excluding taxable capital gains. 


Regular quarterly dividends were paid on the first and second preferred shares during the year. 
Regular dividends paid on the common shares totalled $0.92 per share in 1999 and $3.71 per share 
in 1998 (restated to give retroactive effect to the May, 1998 capital gains stock dividend). 


If significant capital gains have been realized by the Corporation it is a policy of the Corporation to pay 
an annual capital gains dividend to recover taxes paid or payable. 


On May 29, 1998 a capital gains dividend of $8.30 per common share was paid to shareholders of 
record May 19, 1998. Payment of this dividend was made in the form of $2.49 per share in cash and 
$5.81 per share (one additional common share for approximately every 13.5404 shares owned) by way 
of acommon stock dividend based on the issue price of $78.67 per share. The number of common 
shares outstanding increased from 8,626,424 to 9,263,327. 


On May 6, 1999, your Directors declared a capital gains dividend of $4.75 per common share, payable 
on May 28, 1999 to shareholders of record on May 17, 1999. Payment of this dividend will be in the 
form of $1.425 per share in cash and $3.325 per share (one additional common share for 
approximately every 20.9744 share owned) by way of a common stock dividend based on the issue 
price of $69.74 per share. This capital gains dividend was declared in order to recover the capital gains 
tax exigible on the Company’s capital gains realized in fiscal 1999. 


UNITED CORPORATIONS LIMITED 


Assets 


Total assets were $632.1 million at March 31, 1999 which is an decrease of 5.8% from 1998’s total 
assets of $671.0 million. The cost of investments in Canadian securities increased 3.9% from $302.3 
million in 1998 to $314.3 million in 1999. The cost of foreign securities at March 31, 1999 was $108.4 
million, an increase of 4.8% from $103.4 million in 1998. 


For the year ended March 31, 1999 the Corporation’s net equity value per common share decreased 
by 2.6% after adjustment for the common dividends paid during the year. During the comparable 
period, the Toronto Stock Exchange Total Return Index decreased 11%. 


Management Agreements 


The Corporation continued to retain Scotia Cassels Investment Counsel Limited (formerly Cassels 
Blaikie Investment Management Limited), Suite 1200, One Queen Street East, Toronto, Ontario, to 
manage certain of the investments of the Corporation. Scotia Cassels received a fee of 0.15% per 
annum of the market value of its managed portion of the Corporations’ portfolio calculated at the close 
of each calendar month. 


Effective January 1, 1999, the company retained Mulvihill Capital Management Inc., 121 King 
Street West, Suite 2600, Toronto, Ontario, to manage certain investments of the company. Mulvihill 
receives a fee of 0.15% per annum of the market value of their managed portion of the company's 
portfolio calculated at the close of each calendar month. Mrs. Helen Rotenberg is the principal of 


Mulvihill responsible for the account. 


E-L Financial Corporation Limited, 165 University Avenue, 10th Floor, Toronto, Ontario provides 
clerical, statistical and accounting services. E-L Financial Corporation Limited receives in consideration 
for these services, a management fee equal to 0.05% per annum of the market value of the net assets 
of the Corporation calculated at the close of each calender month. 


The management agreements are subject to termination at any time upon 30 days prior written notice 
by either party to the other. For the year ended March 31, 1999, management fees to Scotia Cassels 
Investment Counsel Limited amounted to $295,000, E-L Financial Corporation Limited $328,000 and 
Mulvihill Capital Management Inc. $163,000. 


Year 2000 
Any inability of systems to properly interpret dates as we move into and beyond the year 2000 could 
cause business interruption and potentially result in financial and other losses. 


The Company's exposure primarily relates to the adverse impacts on the operations on the companies 
in which it has equity positions. As with all businesses, the Company relies on services provided by 
utilities and on financial services provided by third parties, consisting mainly of investment portfolio 
systems, external transfer agent services, external custodial and banking services, the Canadian 
Depository for Securities and stock and bond pricing services. Other aspects of the Company's internal 
operations are not technology reliant. The Company's internal investment portfolio system has been 
confirmed, in writing, as compliant by the vendor. Testing of this system is to be undertaken by the 
Company in 1999. The Company has received written responses from each of its external service 
providers regarding their year 2000 readiness. 

The cost of taking required actions and precautions, have been insignificant. We are confident we are 
taking appropriate actions and precautions. 


UNITED CORPORATIONS LIMITED 


Liquidity and Capital Resources 


Liquidity refers to the Corporation’s ability to maintain a cash flow adequate to fund operations and capital 
investments on a timely and cost efficient basis. It is the objective of the Corporation to provide its 
shareholders an above average rate of return and long-term capital appreciation primarily through 
investment in equity securities. From time to time, however, assets of the Corporation may be invested in 
interest bearing short-term securities pending the selection of suitable equity investments. The Corporation’s 
income from investments after payment of dividends is used to fund operating costs as well as provide 
resources for additional investments. 


The Hon. Henry N.R. Jackman 
May 6, 1999 Chairman of the Board and President 


UNITED CORPORATIONS LIMITED 


CONSOLIDATED STATEMENT 
OF ASSETS AND LIABILITIES 


March 31 
1999 1998 
Assets (000’s) 
Portfolio investments, at market value 
(COSt= 5942263941996 = $405,731) a. cee ae $ 587,713 $ 639,574 
Cash and short-term investments ..........0...cccccccccccsccecsseceeececeeses 37,841 29,159 
Accued incomeron Investments:.s 000k ete. 1,011 884 
Receivable in respect of investments Sold .............cccccccecceseeeeee 5,496 1,192 
INC ASSCIS asa lace ee Meee eae es Peale ache 74 197 
632,135 671,006 
Liabilities 
Accrued liabilities aarti ae ere eer ces ye ee ee 313 269 
Payable in respect of investments purchased .....................0000 5,055 3,424 
INCOMOLaXeS DAVAaDIe ates a a hc Me ee cs os ene eee ___ 13,895 2 TGSt) 
19,263 21,204 
Net assets $ 612,872 $ 649,802 
Represented by 
Stated capital (Note 2) 
BeOS EAS PIETEMeG SMANGSiccssseceecceenccascstewes ue neeestesseren tee $ 119 $ 119 
Z00}000;SecondibreferredismaneSmers ssa eee 6,000 6,000 
9,263,327 (1998 - 8,626,424) Common Shares ................... 320,463 270,358 
326,582 276,477 
Surplus 
BBY =) (Ket nce astichsleae seas SING ARS eee ne Re, RE AS ee ge Mae Ts Ben er i (21,467) (22,707) 
Accumulated net realized gains on investments .................. 142,683 162,189 
121,216 139,482 
Unrealized appreciation in value of investments ..................... 165,074 __ 233,843 


$ 612,872 $ 649,802 


APPROVED BY THE BOARD: 


THE HON. HENRY N.R. JACKMAN, Director 


CLIFFORD S. MALONE, Director 


UNITED CORPORATIONS LIMITED 


CONSOLIDATED STATEMENT 
OF NET INCOME 


Income 


DiVid ONS ips sesk Secs cece eee ee oa cir RR  ee 
INtOreSt yescs: LASS cence cet SR ee eS Seon en Se ene 


Expenses 


Management costs (Note 3) 
Directors’ and officers’ remuneration 
Office and miscellaneous 
Transfer, registrar and custodial agents’ fees 


Professional fees 


Capital tax arr ee crcr cece tee ese aee areca nee ere eR Rete ee ae ree eee nee ee 


Year ended March 31 
1998 


$ 9,896 


1,466 


115362 


983 . 


149 
155 
62 
CAL 
91 
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9,845 
293 


9,552 
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UNITED CORPORATIONS LIMITED 


CONSOLIDATED STATEMENT 


OF DEFICIT 


Deficit 


Balanceiat beginning of. year ic.s...5.. ee eee 


NERINCOMEe meats 


Dividends: 


Accumulated Net Realized Gains on Investments 
Balahceratebeginmingiotny Calieesesee aes seaneceesssseereseene stent eter 


Net gain on investments sold during the year 
Proceeds from sale of investments .....................00s0cssscseeeeees 


Investments at cost at beginning of year .................:csecceees 
Investments purchased during the year ................:::seseeeeeeees 
Investments at‘cost at end of Yeany:accc2.s:teesse.-cemmeennecs eee 


CostoninvestmentSSold pe eee ee Sr me tres 


Less: Income taxes on net taxable gains (Note 4) ................ 


Net gainsoniinvestrments Sold 2g sate eres ae oe eee 


Capital gains dividend 


Income tax recovery resulting from payment 
oficapital Gainsidivideyad = area Sia toe race erence tere ais 


Balance at end of year 


Year ended March 31 


1999 1998 
(000’s) 
$ (22,707) Se 453 
10,013 9,552 
~ (12,694) «12,005 
78 78 
300 300 
8,395 34,334 
8,773 S34 vale 
$ (21,467)  $ (22,707) 
$ 162,189 $ 80,439 
194,983 263,765 
405,731 316,947 
169,246 251,490 
(422,639) (405,731) 
152,396 162,706 
42,645 101,059 
13,911 19,309 
28,734 81,750 
190,923 162,189 
(71,599) — 
23,359 — 
(48,240) — 
$142,683 $162,189 


UNITED CORPORATIONS LIMITED 


CONSOLIDATED STATEMENT 
OF CHANGES IN NET ASSETS 


AUDITORS’ REPORT 


Year ended March 31 


Les 1998 
(000’s) 
Net assets at beginning of year... she eee ee $649,802 $478,172 
Add (deduct) changes during the year: 
Neti tore cee ieee err ee eee 10,013 9,552 
Redemption of fractional shares for CaSN ...............::00eesseeeee (15) (13) 
Net gainvonjinvestmentsS:SO|]d ey esessseere eae ee ee ee 28,734 81,750 
(Decrease) increase in unrealized appreciation in value 
Of: inVestMentS ..c..sues.:us eee ee nes eee (68,769) 95,709 
Regular cash: divide@nas 2. .ca2te caso are eee eee (8,773) (15,368) 
Excess of capital gains dividend refund over cash portion 
of Capital gains dividend Ded. cnenceneeeret cca Pe een eee 1,880 = 
Net:assets' at end of Vealincccecmcesmeertee eee oicaen eee ee ee $ 612,872 $649,802 


To the Shareholders of United Corporations Limited 


We have audited the consolidated statement of assets and liabilities of United Corporations 
Limited as at March 31, 1999 and 1998, the consolidated statement of investments as at March 
31, 1999 and the consolidated statements of net income, deficit and changes in net assets for the 
years then ended. These financial statements are the responsibility of the Corporation’s 
management. Our responsiblity is to express an opinion on these financial statements based on 
our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting policies used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Corporation as at March 31, 1999 and 1998, its investments at March 31, 
1999 and the results of its operations and the changes in its net assets for the years then ended 
in accordance with generally accepted accounting principles. 


May 6, 1999 PricewaterhouseCoopers LLP 
Toronto, Canada Chartered Accountants 


UNITED CORPORATIONS LIMITED 


CONSOLIDATED STATEMENT OF INVESTMENTS AS AT MARCH 31, 1999 


No. of Shares 
or Par Value Cost 
Gold ne 
280,600 BamicktGoldi@ one ratio nine see eee ee eee $ 7,083 $ 
44,600 [PUREED INTE EIOKEY ININIUNG] (GLY, 3 .seconsenoocesonn evssosenesucnnacweso-iseseconsnasaeaenerosannnseos 1,292 
285,000 alle La) AEC 0) MFT SES DR Ye seconcsaana tose nceadbenistaenostdsench sen sebadshuncavestcvoqvenotece 803 
98,500 RIACeBMOMe! i Camcac rs ere) ee aeons yee nee NR Neier Urge eect a PX ANeV 
315,000 Solitario Resources Corporation 1,319 
150,000 heckeComporationiuids Glass Besser ee ee 3,613 
16,267 
Oil and Gas 
15,888 FAIDEK tale Mela Onn Pam) eC aeemereecete ate crete asec cena eames ann nts 463 
275,000 Andersonexploratiomitdleene.: eet er a oie eee, ee Gee oe ee 4,016 
97,150 Canadian Natural Resources Ltd. ...... 2,466 
138,900 Canadian Occidental Petroleum Ltd. .. 3,795 
200,000 GrestaBEnelgyilnc eee serene ee see een hee ee ee eran 4,718 
270,000 AMPeMall@ talSinttS dees eee tek kek ee ce ore ete ec eet ee re ane 4,848 
100,000 PE VAICEIMENC TEIN) (EREMIPON UTM. sccocoonaessdoaeaesenecer ceonsospanacdooarendaencbaasbeostudhbecr 1,816 
136,550 Retro-Canadameer scatterer ch St ei oud on eG Le ee ne ee 2,608 
402,380 BocoPetroleunse | tcisurseee eet ee) eh ne Oe eee ene 3,654 
200,000 IREMAISSANCe ue MENQV ete erc cs ee teren cise tee eee ee 5513 
48,700 SUNCOMENESTGY INC eect, es. ene Sant tn a eee yt eens eee, 1,198 
167,500 MalismanvEMnCrGyinCmercn ere em eetre mt we eee eee ese eee 4,693 
39,788 
Consumer Products 
; BiovailiConmoravlonslntennationallesesseeeesecee nen eee 1,337 
50,000 CorbyiDistilleniesIEtdR Glass Are fin seen car ase eater ee eee ee eet once eee 2352 
348,000 IMASCOMEIMITe Ciewrereret te ee ater eee. es ket y sree een mee 6,117 
26,996 Magnajinternationaliincu@lass Aye.-ee eae eet eee ee 2,244 
239,816 ME Salincae ClASSi Beret pete rer eee eae te Nee ae ee ee 2,987 
200,000 sMolsoniCompaniesuzinitediGlass Acre eceeares sacs cesses eee 5,380 
139,100 FRICHIC CHING aC lAS SuA es cere tee ne ena aos eer tee eee ee Ren 709 
205,940 SEaACrameGOlmoaly innite cds (die) eeeeseeeattesn eenceer eee ener ees 9,246 
30,372 
Mines and Metals 
79,700 ALCAmeAUmminitinmimited) sectsnces scoceesspssecenesceuresouseeoctwensracncereeeres one aceecerre cer 255i 
250,000 AUTRES OUNCES: I) Commetrinn sie tert tan Antes doe ROG wench ee cna cont Meme eee, 2,148 
83,600 INORGANIC Rare eee eee acter er ne ara dts a tere ean ob Roan edt sna a cern APSO 
68,850 FuOPAIG OMIM Ite cee merece seen sete treet atairec Meeestes.s scsi tress so sbsestnieeectaes essen 1,897 
8,106 
Paper and Forest Products 
; /Novtifl ot {OXeYARSeL Io EWGTOVAYG:, conacosabera-o8heaae todoea sac cpm yecnenatausdnauree comscossoqaeenEsoncse: 1,336 
129,700 (GAS CAC SULIT C emer Me ech ttre c he Skee meats Senrcve etias ee ant nets kota mares ionO 
151,000 [DDYOYA ALE Te LATE settsctecccns Sheen esata Ble ae econ Ooms cee Me ase amceceameac 1,485 
29,370 DOnNONUGINCYGlASS Ae te cticcrtccercee aceek e cotee etree te a enters 580 
180,000 International Forest Products Limited Class A ...............cccccccceceeeeeeeeeeeeees 1,762 
175,000 MacMillamibloeGeli limited sme a: tact ceenceanes nario ae eneeatw se ney marteucee-tnee meer 3,468 
9,941 
Real Estate 
260,00 PATE MPO PEMIESeeee mere tence teen trecraesaccesceunst avtiacn funy seesw eth scosrearsaeeecenn 2,195 
270,000 Brookfield! Properties Conporationiecr.ensceteressepecen aceceeverseresewer-eeerees-= 5,381 
52,650 MniZeC Mahim COMPOLratiOMms. ars esares sareenreseese estes tesa ote ocne casts estocy arrest aero desis 
8,887 
Merchandisin 
: Biochemie hannval i Gamerestecsc-ccueciscsterececece sree coererares tet tuaneertsessameese sucess 616 
147,000 CanadiammminerGorow ltd Glass Ae sete ste ceraeeresee aes cnc teres aerate 4,512 
215,000 Finnirigiintennationall Ltd) tetas. otc osncmecneduvereenese tenes ccseras oo maaeeeneorsnmranes 3,041 
287,150 [nro Xan Sh ISTE) (GLOL A OFT? acca ceceescodc acon oscscseeonrap voce ceasonsacr odanoucgosenseoosnbaaBoAeHee 6,903 
61,450 Sears Canada INC. .........cscesecsesrscscsstenserenenenesneesansesseaccvnnsenensnsansnenencaes 691 
24,650 Westoni(George) i MIMmiteG emr.sesveeeessarscccteese nce vencr erp teeatncerse woenee a: 1,310 
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UNITED CORPORATIONS LIMITED 


CONSOLIDATED STATEMENT OF INVESTMENTS (Continued) 


No. of Shares 
or Par Value 


Conglomerates 


402,650 
107,850 
25,850 
46,450 


Industrial Products 
214,850 


155,000 


Transportation 
362,568 


186.950 
88.700 


Pipelines 
136,000 
198,050 

43,500 


Utilities 
558,000 
166,300 

41,500 
32,969 
61,600 
230,000 


Communications 
58,800 


226,050 

42,000 
160,000 

17,800 
137,000 
230,000 
128,000 


Financial Services 
87,750 


458,500 
103,100 


Canadian’Pacificiimitedit exc. ee race ees ee ee eee 
EdperBrascan| Corporation! ClassiA cece cee tent eee eee nena ener 
Onex Comporation tec. cece cece acerca ee eee eee ene eee 
Power Corporation) of; Canad avec teeeceree eet eee 


ATE Tech mologies Iineriiin sect csccccgetaccs 5 eccneions saneeae te nest tepeee snaoe et etcetera 
Als Automation slooling) SyYStenns) lit Cameccesssresesae tenses ee eens eet 
Bombardierilnc::; Class Bix. se tee ene sic eaten enone nein tars Song eco 
G MAG Industries linia ee cose. eaters eee ae ee eine eee ene 
ilar (ini lanl le eens seornccen tes ee nsees cece cetioeel cockaca-aacoaduchandaneegnareeaceamscsnns onic bel 
SOMOS: lO esos ea Fees acne Sra Renee ene tee ae ca cn ee oe 
Com'Dev:Internationalileinmite cieeseceseeee cee ceecemacneseenee nee tee eee 
Electrofuiell estes cise oe reece oe ace eee eS en eee nee 
GEAG Computer Corporatio ny tcl ieee scene aerate neater oer ere 
| okferolll [a eranerer tere re nce acer trons ee each Ana ioptcbocedctaceee eentocicacuecuanee 
Mitel Corporation 
Newbridge Networks Corporation ..... has 
Northern Telecomilcimited 25-2. sc. es caeea te natemee some ene re-enable 
Royal Group Technologies Limited 
meklogix:Internationalilincsee te sec ces eee see cee Cena ee ee 
Westaim Corporation: (Ne) acssee cece eres tennant 


Algoma'Central/ Corporation. centre cre eeeeee seas noe ie eee 
Canadian’ National Railway’ Company smcesceentetee eee eee 
Eatidlaw: [ix eaten. Se cerecewes he sucawsct aes row ante cette Meeogs ete nee see eee cee eee eee 


Enbridge: Lincs sercervesiccpoceesacsoteccuets eter range deeteteesaeceea cca eneet eaten ae trace eee tenere 
TransCanada Pipelines .... 
Westcoast Emengy, [Gi ceccsccccccscket cos eee reenact ene 


BCE NG: rics Oa ete a ae ee 
BGinmtelus' Communications InGuGlassi Assesses eee eee 
BC InfeleciCommunications! mses eee eee nce eee 
Manitoba: Telecom! Services: Incas cere eee 
MElEGlObE lin Sew cee sess oases eee see et ne ete eect ee ae ee 
‘Transalta: Corp: Fee 208 ceca eon ecscan ts eccate acess scene Gene erento 


Call-Net Enterprises; iClasSs. Bets sce -asce reese eee ene ere ese 
Canwest Global Communications Corp. SV ................-.....::cccsesceeesreenes 
Quebecor INC.,.a eye Ne Ro) ec eco ee 
Rogers Communications | Inca GlaSsi esse ees errr ee eee 
ShawiGommUnicationsiC lass Be eeeseteess eee ene enna eee ee enn 
Thomson: Corporation: ine) peerece se eee ee ee ee ee 
Torstar Corp. Class B sssytpecess eee aes. a ater ok oe Oe 
WIC Western International Communications Ltd. Class B ...............00..... 


Bank:of Montrea liter scar cccacctt cette taietnractie eee tear ee eee ne eee 
Bank of Nova Scotia (The) 
Canadian Imperial Bank of COMMEICE ............ccccccseceseeceseeseeceseecseeeveceeees 
MacKenzie Einanclall COs paeenneses: eee ee nner 
Power Financial Corporation 
Royal: Bankiot: Canad acco... eee eee eee eee 
Toronto-Dominion Bank (The) 


Cost 


58,303 


Market 
Value 


(000’s) 


> 11,797 
ipgon 
“lehiks) 
1,343 
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UNITED CORPORATIONS LIMITED 


CONSOLIDATED STATEMENT OF INVESTMENTS (Continued) 


No. of Shares 
or Par Value 


Foreign 
0,000 PAST cts tierce ces ent meee eine hen cr tueiet eee bee ed A Re ate alee Meets Walaa 
12,500 AbbotteBabOratoneS:c ity cae anced eee te ce Neh ee eer eee 
7,000 AIDE RES OI | Ciera ee rival k Mela) aid Sm SR a) og Sire ee Fk Hen 
90,000 Alcatel: SpOnvAD Ree A a ieene Gites ste Cheek npn ent A ante das je 
7,900 AmentGa OnlineilGy...0.:cesccesseeeseeees 
5,100 American Express Company ............ 
7,850 AMETICA MAIN tH RS TOU Dill Cue eierencee eee terres men pyr entre te erie Un ne 
5,100 AMentecheeorporatiom seems. sett tee nent nee ne 
49,200 DATING MUI parecer enon car Me eae co iti, MR oe. ae rie eae 
10,800 AutomaucDatallerOCeSsing) |camesmerste staat are ene eee eer eee 
30,000 XR WAP EA DD Recomm sete natin on Peace eer cetee eee te EM Ps Ue eee 
60,000 BayernAG: AD Ries ee ares mite pie aE IS ee kts hee lie he. 
8,500 Bell:AtlantiG\ Colmer ces can cease ae ce eee he i oe 
6,700 BOGE MHI Ca rerceennner ecterie i retreten nts ere Serene hae eee eee Meee 
10,700 Calnivali Corp: teem tees Sok reece ns, Sa ten See lat eee ee 
9,300 CME VLOMEC ORD eee crete i tr cetnirn ee ee ely  eee 
9,000 CISCO SYSTEMS, IN Cieee ten et teen sence eee ee etre ee eee eee 
100,500 CompagiComputer Corporationine ses eee eee ee 
11,700 ComeastiCorporatiomiCl:A mercer es. oes. veges nese ees ete eee eee 
10,300 Costco: Companies) |MCr. = snwennts. stein eres et ate een ee 
30,000 DowJonesi&: Conlin Cas sc 3- acre eee ee ees eer ea 2 ee et 
107,786 Emerging Mankets) ImVeStors I Uincl easement ese scenester eren ee ener eee 
10,700 EXxOniConporationimectere eet etree ee ere een ec ee 
12,600 annie; MaG eetctearees tohrct one OER crane Metin Sah Le Me tata) EN 
50,000 Federated Department Stores 
10,000 Ritstail©orporatlomcss-ctese eer 
45,000 Ford Motor Company .......... a 
9,900 General ElecthiciCompanyiecems ern eee eee ee 
10,000 litachiitimited vA Rist ee etree Scena. e reine e, ae cca, 
12,700 OMENS POtlline peseeeteeccseee et re eer eer he ee ee eke ere 
42,100 EIU Gel fevey tet "To alias Seaneaeccobeoceceasacar pact cscee one ceresuB cle asecneeacmortnceLeaosarccnsascomnes 
40,991 ING EG FOS DAIS Re eaecree are racmrs ter ce aes tes eee cat eran aera contrac eeietcsancaiee 
4,000 MOMNMSON Cal ONMSOM Brcccssecsescanscceevens cavem cece vseecne so. saere meee tee tone eae ee 
40,000 Koninkli/ke RimlipSsEleCtiom Cesc secrete: tear: eer een eee eeeen ree 
9,000 TETRIVE(EEII Qt ORR emer tenet ee eee nee ee gee oe Oe ee 
4,700 UCEMtieChMOlOGleS IMGies.tesmecsccenta caste eter cease eee 
10,900 MGIRWorldcomillin Caterer cc. cle tee: reese ee act re eee nt eae eee eee 
20,000 Matsushita Electric Industrial Company Ltd. ADR ................:::ecceeereees 
45,000 Mayta gS O10 iit ctnn eter eters eer mie Mee ck tanta Se Ries Rene een tants 
50,000 ITE GIAMBI ENC I ees © operate cee erence eee ce nee ce eee enon ere een eae 
7,900 MicrosoitiC orporatlomserenerccecerce eee erect cee eee 
110,000 News! Comporationiitd ADR rescst.erecee sees sete eecee eceeeeeer etcetera ener e re 
20,700 ORACIGIC ON tee erence eee esate re sees eee eer ere Ore cece sear 
6,600 RATPL=y PUES a.3: Br aetiesce once scnihanc seacoceneceaeosesecas nates cae ecacasie aera caseniin Geeeeen aes 
10,100 PitheViBOWES IINGie cnc tereenieee cect eas cceetst ee. set ane nomen ecu mecon renee 
31,300 ProctomciGamble: Com cere ceacerecoereseectscstetaee. cecmeceo renee e peeeeee amen eee 
18,200 euROWE: PYICE ASSOC Na cestacaceserc tence ieee ae eee ea ee 
12,700 SBC Communications Inc. .. 
12,400 SEWGIEN ING: cosccosnsccedcroreoentas 
50,000 Slamunvestment RUNG ssc easetessecsenceeeceeees 
13,000 Suez ibvonnaisetdes Eaux tive. cetrctacmn cs testtanien cee ss.tricsrane farmer c. eetates 
4,000 SU MICFOSYStSIS meee ee eset Soe tc taen ecoatneaet mttaer meereerersaeers 
32,000 IRIX, COMPAMICS ys teceras execs rece ote era ar ace coon cote nouctan mei cem cen. te enema steneerees 
20,000 TelecomultaliacS PASS PA DER eee eeeneeccte ce sssde cetera erties oa eres mst cote 
9,400 HSN ADS UVC seer eee teeee eco sore este ee cen te eoead rete ee coer mace ert. cece esN ees 
10,600 SIVCO)IMSKiVatiO nal eee seccenc tetera axon se pete Se vocestirssesereasearnateeuies aeaeanancne eras 
15,088 NV IZETYCH Ih ceree sk rote ec cee eis ean ne ee ee ca ceatne wetire etnnchrar recast ‘te 
6,500 NIVE MGV area ritS foe ey ee ee een aceasta ees Coraisereabe 
200,000 VolkSWageEmiAG: Spon AD Rie taeecetees.tes nege oe seer secee snares tees shou Rhesreaer seal 
23,400 WWallgree mi COM amy) cc. sccecerepceseuee scharncuens anseasay eressuterlsecmermeesueaicisrescegeesteveas 
9,800 WVAIEIMATHESTONe SHI Cie es caereeetrsteee a tse coe cette peer ar meeteye seem eesesen 
98,700 Walt Disneys Company (Me) ieegarcse-caeesenerscharnecenne sceteereleen=nty) tears ceereeeweretees 
21,400 Well Siang: SCO nec sree eccncest nce ccsns ccesrcxeceuetusen amen eve conet ones ste ones ane eaeial tates ns 
95,000 World Equity Benchmark Shares = Japan oo. erence ceeeceeneeese ese 
Total! Portfolicn  Dseeeeeesree rec te ee are eae eee ee eos oct eae tease 
Gashiand short-termiinvestme mts cv ucuae cere eerie eave sonceeseea on edemensurea carseat 
Otherliabilities met meecet se erect eaten eect ores tense cares arrencc ar ineentconeseesceaieeat 


Net assets ..... 


Market 
Cost Value 
(000’s) 
$ 4,722 cy Ghshhy 
949 882 
643 574 
3,069 3,098 
184 1,740 
928 904 
464 1,429 
Bis 445 
3,782 5,558 
659 674 
3,036 2,999 
3,950 SIsiZ 
672 663 
973 ‘| 1SS) 
341 784 
1,140 1,241 
575 1,488 
5,538 4,805 
1,162 1,086 
944 1,423 
1,427 2,136 
3,045 2,368 
957 1,139 
928 desde 
3,150 3,027 
946 1,350 
4,095 3,853 
612 1,652 
1,077 1,098 
298 1,193 
3,089 11,258 
1,89 3,398 
395 565 
2,106 4,975 
686 lele2 
760 764 
1,012 1,456 
4,854 5,835 
3,889 4,099 
5,198 6,671 
180 1,067 
3,379 4,896 
873 824 
504 1,382 
847 971 
4,296 4,625 
980 944 
621 903 
242 960 
708 554 
2,484 3,635 
481 754 
998 1,641 
3,359 3,149 
39 1,386 
606 1,147 
2,637 5,609 
— 24 
3,822 3,885 
79 997 
sya 1,363 
Seize. 4,635 
554 A32 
1,425 1,648 
108,374 146,574 
422,639 Sevens 
37,841 37,841 
(12,682) (12,682) 


$447,798 $612,872 


% 
of Net 


Assets 


24.0 
95.8 
6.2 

(2.0) 
100.0 
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NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 
MARCH 31, 1999 


1. Summary of significant accounting policies 


(a) Principles of consolidation 
The consolidated financial statements include the accounts of the Corporation and its wholly-owned subsidiaries. 


(b) Portfolio investments 
Portfolio investments are carried at market value which is determined by published last sales prices on securities 
exchanges at March 31, 1999. If the latest sale price does not lie within the range of the closing bid and offering 
price, then the average of these two quotes is used. When no quoted market value is available, the market value _ 
of these investments is determined by the Corporation’s investment managers. 


As an investment corporation, no provision is made for deferred income taxes on the unrealized tax appreciation 
in value of investments as at March 31, 1999 (Note 4). 
(c) Investment transactions 


Investment transactions are accounted for on a trade date basis, and realized gains and losses from such 
transactions are calculated on an average cost basis. 


(d) Dividend and interest income 
Dividend income is recognized on the ex-dividend date and interest income is recognized as earned. 


(e) Foreign exchange 
The average cost of foreign portfolio investments is the cost thereof translated into Canadian dollars at the rate 
of exchange prevailing at the time of purchase. The market value of portfolio investments and short-term 
investments have been translated into Canadian dollars at the closing rates of exchange. 


2. Stated Capital 


The classes of shares and, where applicable, the maximum number of shares that the Corporation is authorized to issue 
are as follows: 


(a) 52,237 First Preferred Voting Shares without nominal or par value are redeemable at $30.00 each; 


(b) 200,000 Second Preferred Shares without nominal or par value, issuable in series of which 80,290 shares are 
designated $1.50 Cumulative Redeemable Second Preferred Shares, 1959 Series and are redeemable at $30.00 
each and 119,710 shares are designated $1.50 Cumulative Redeemable Second Preferred Shares, 1963 Series 
and are redeemable at $31.50 each; 


(c) Third Preferred Shares without nominal or par value, issuable in series. The maximum number of Third Preferred 
Shares that may be outstanding at any time shall be that number of which the stated value does not exceed 
$15,000,000; and 


(d) an unlimited number of Common Shares. 

During the year, the Corporation declared a capital gains dividend of $8.30 per common share payable to shareholders 
in the form of $2.49 per share incash and $5.81 per share in stock (1 additional share for approximately every 13.5404 
shares owned) based on an issue price of $78.67 per share. 


The changes in common stock during the year were as follows: 


1999 1998 
Number Amount Number Amount 
of shares (000’s) - of shares (000’s) 

Balance, beginning of year 8,626,424 $$ 270,358 8,374,098 $ 251,027 
Capital gains stock dividend 637,085 50,120 — = 
Redemption of fractional shares (182) (15) _ = 

9,263,327 320,463 8,374,098 251,027 
Regular stock dividend — — 252/502 19,344 
Redemption of fractional shares — —_ (176) (13) 


Balance, end of year 9,263,327 $ 320,463 8,626,424 $ 270,358 


UNITED CORPORATIONS LIMITED 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS (Continued) 
MARCH 31, 1999 


3. 


4. 


Related party information 


Included in the Corporation’s portfolio of investments is a security in a significantly influenced company with a market 
value of $18,038,000 (1998 - $26,105,000). Dividends from significantly influenced companies for the year ended 
March 31, 1999 amounted to $363,000 (1998 - $1,649,000). During the year ended March 31, 1998, the Company sold 
its 2,074,721 shares of National Trustco Inc., for cash of $54,928,000 and 259,340 common shares of the Bank of Nova 
Scotia, resulting in a gain of $45,929,000. For income tax purposes, $29,356,000 of this gain was considered to be 
a dividend and $11,578,000 will be recognized as a capital gain for income tax purposes when the remaining Bank of 
Nova Scotia shares are sold. 


Included in management costs are fees paid to significantly influenced companies with respect to the management of 
certain of its investments and for administrative services. The total fees for the year ended March 31, 1999 amounted 
to $328,000 (1998 - $425,000). 


Income taxes on an investment corporation 


As an investment corporation under Section 130 of the Income Tax Act (Canada), the “Act”, taxable dividends from 
Canadian corporations are not taxed while interest and other net income is taxed at a reduced rate of approximately 
24%. Net interest income earned by the subsidiaries is taxed at full statutory rates of approximately 45%. 


The company’s provision for income taxes is determined as follows: 


1999 1998 
Basic-combined federal:and provincial fate gexe ses sccncccestaeen e-- ce aee een ee eee eee eee 43.82% 43.82% 
InvestmentiCorporalionmeaguctionin sey cere aa ees eee ecco eee ee cea eee ee (20.00) (20.00) 
23.82 23.82 
Effect of tax on subsidiaries’ income at basic tax rate 
BINGNOINETAAGTUSEM TENS eee ete tet ee ee ren Aaa a Soe ree hee pecs ane 1.52 0:35 
Effectiveitax Tate tere creer te te een srs ot Nene eae FS eT oe Soe, Se 25.34 % 24.17% 
Applied to: 
NEUINCOME TORTIE VEar terse ts tetas ore ee cet ere er ee asa Meee eee SH10:01395 5 9G!52 
AGS INCOME fAXGS Vee ieee eee Mecca en NEO eI ane tee Oat ate, co 462 293 
10,475 9,845 
Less: Dividends from taxable Canadian companies. .................:::::::cccceceeeeceeeeseeeeceeeeees 8,652 8,633 
$1,823 $1,212 
EFOVISIONEORINCOME TAXES ee ree toe ee haan cen cc tee See cent eae ee eee Cromeesears $ 462 §$ 293 


Taxes on capital gains of approximately 33% are refundable when the Corporation, as an investment corporation, 
distributes such gains by way of capital gains dividends to its shareholders. The effective tax rate for the year ended 
March 31, 1998 is less than the statutory rate due to the non-taxable dividend of $29,356,000 and the remaining 
deferred capital gain of $11,578,000 (Note 3). The Corporation has refundable capital gains tax on hand of 
$14,981,000 at March 31, 1999. 


In accordance with the Act, a corporation can qualify as an investment corporation if certain tests are satisfied. 
Amendments to the investment corporation section of the Act have been enacted effective as of June 20, 1996, the 
significant impact of which is to limit and restrict “specified shareholders”. Further amendments were released on 
August 14, 1998 and December 10, 1998 which include modifications to the definition of specified shareholders. 
Under the proposed amendments, a specified shareholder is generally a shareholder, who, along with certain persons 
with whom the shareholder is related, has a greater than 25% shareholding. The company had specified shareholders 
on June 20, 1996. The amendments generally allow the company to maintain its investment corporation status as long 
as it does not have any specified shareholders other than specified shareholders existing on June 20, 1996. In 
addition, the specified shareholders at June 20, 1996 cannot, after June 20, 1996, contribute capital or acquire 
additional shares of the company other than through certain specified distributions. 
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NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS (Continued) 
MARCH 31, 1999 


5. 


6. 


Ts 


Net equity value of the Corporation’s Common Shares 


The net equity value of the Corporation's Common Shares is determined by adding an amount, which has not been 
recorded as an asset in the financial statements, representing refundable capital gains tax on hand at the end of the 
year (Note 4) to the net assets and deducting from the resulting total the outstanding preferred shares at their cost 
of redemption. Net equity value per Common Share is the net equity value divided by the number of Common Shares 
outstanding. 


March 31 
1999 1998 
(000’s) 

Net assets .isicassejnocdsiiealiten shcihe dauereuc dete case soe ye et eat a iene nee Sneath a eee $ 612,872 $649,802 
Add: Refundable capital gains tax on hand, end of yeal.................ccceeeeseeeceeeeenteceeeeesneeeees 14,981 25,082 
627,853 674,884 

Deduct: 

Cost to redeem (Note 2) 

First Preferred: Shares icciase sss ceede cece tee ee ee 1,567 1,567 
Second. Preferred Shares 2k. cacsgeetec eee eee ee ee ee ae 6,180 6,180 
7,747 7,747 
Net equity Valse: ...62ciccisuctteecapncandenseceectee coe cee n eee ae tae ne meam Car eee ele ee ne nar ee ee $620,106 $ 667,137 
Net equity value per Common Share 2....22n crs onscce ames saree aan en $ 66.94 $ 72.02 


Uncertainty due to the Year 2000 issue 


The Year 2000 Issue arises because many computerized systems use two digits rather than four to identify a year. 
Date-sensitive systems may recognize the year 2000 as 1900 or some other date, resulting in errors when information 
using year 2000 dates is processed. In addition, similar problems may arise in some systems which use certain dates 
in 1999 to represent something other than a date. The effects of the Year 2000 Issue may be experienced before, 
on, or after January 1, 2000, and, if not addressed, the impact on operations and financial reporting may range from 
minor errors to significant systems failure which could affect an entity’s ability to conduct normal business operations. 
It is not possible to be certain that all aspects of the Year 2000 Issue affecting the company, including those related 
to the companys’ investments, suppliers, or other third parties, will be fully resolved. 


Subsequent event 


On May 6, 1999, the Corporation declared a capital gains dividend of $4.75 percommon share, payable on May 28, 1999 
to shareholders of record on May 17, 1999. Payment of this dividend will be in the form of $1.425 per share in cash 
and $3.325 per share (one additional common share for approximately every 20.9744 shares owned) by way of a 
common stock dividend based on the issue price of $69.74 per share. 


This dividend will result in a $14,355,000 recovery of the Corporation’s refundable capital gains tax on hand of 
$14,981,000 (see Note 5) at March 31, 1999. 


The amounts noted in the financial statements for net income per common share and net equity value per common share 
at March 31, 1999 would be $0.99 and $63.90, respectively, after giving retroactive effect to the stock portion of the 
capital gains dividend. 


UNITED CORPORATIONS LIMITED 


FINANCIAL RECORD - 1971 - 1999 


Net 
Funded Net Income Net Common 
Total Net Debt and Net Common Equity available Income Dividend 
Assets at Preferred Equity Shares Value per for Common per per 
Market Value* Shares = Value Outstanding** Common Shares Common Common 
Year (000’s) (000’s) (000’s) (000’s) Share** (000’s) Share** Share** 
1971 $ 73,401 $ 7,747 $ 65,655 9,196 $ 7.09 $ 1,669 $0.18 $0.19 
1972 ol oT 7,747 79,020 9,196 8.53 1,724 0.19 0.20 
1973 83,758 7,747 76,150 9,199 8.21 374 (a) 0.04 (a) 0.05 (a) 
1974 82,457 7,747 74,926 9,199 8.07 1,996 0.22 0.20 
1975 71,674 7,747 64,153 9,207 6.90 2,791 0.30 0.26 
1976 80,075 15,747 64,544 9,207 6.97 PaOZZ 0.27 0.26 
1977 78,614 15,747 63,083 9,207 6.81 2,116 0.23 0.26 
1978 82,829 15,747 67,298 9,207 Te2ds Decoyoh8) 0.25 0.26 
1979 116,793 17,253 100,281 9,207 10.83 2,478 0.16 0.26 
1980 141,700 17,404 129,232 9,259 13-95 3,703 0.40 OSS 
1981 197,143 15,747 194,350 9,259 20.98 4,808 (Ouey2 0.50 
1982 127,643 15,747 121,412 9,263 Sa 4,437 0.48 0.44A 
1983 182,227 15,747 174,692 9,263 18.86 4,468 0.48 0.44 
1984 201,172 15,747 191,984 9,263 ZONES 3,934 0.42 0.39 A 
1985 247,596 15,747 234,514 9,263 PAS) V2 4,788 OF52 0.45A 
1986 SPAT ea 15,747 319,783 9,263 34.52 4,816 0.52 0.50 A 
1987 370,718 7,747 371,437 9,263 40.10 4,841 0.52 0.47A 
1988 316,009 7,747 322,434 9,263 34.81 6,785 ORES: 0.66 A 
1989 329,082 7,747 321,668 9,263 34.73 8,778 0.95 1.46 A 
1990 340,980 7,147 343,482 9,263 37.08 16,989 1.83 1.61 
1991 311,586 7,747 304,079 9,263 32.83 9,339 1.01 1.04 A 
1992 308,237 7,747 300,992 9,263 32.49 7,880 0.85 0.82 
1993 314,603 7,747 308,617 9,263 33732 7,617 0.82 1.63 A 
1994 359,673 7,747 363,496 9,263 39.24 7,192 0.78 0.76 
1995 355,050 7,747 352,874 9,263 38.10 7,963 0.86 0.84 A 
1996 396,725 7,747 399,853 9,263 43.17 7,969 0.86 0.85 
1997 478,172 7,747 475,416 9,263 51.32 8,960 0.97 0.90 A 
1998 649,802 7,147 667,137 9,263 2.02: 9,174 0.99 Sh 
1999 612,872 7,747 620,106 9,263 66.94 w)fexete: 1.04 0.92 A 
= Preferred Shares at the cost of redemption. 
a Total assets at market value less liabilities exclusive of short term debt. 
oe Restated for the following stock dividends paid in the fiscal year: 1-for-6.4725 (issue price $38.81) in 1982, 1-for-10 (issue price $40.41) in 


1984, 1-for-10 (issue price $40.93) in 1985, 1-for-30 (issue price $46.53) in 1986, 1-for-13 (issue price $60.52) in 1987, 1-for-15 (issue price 
$65.46) in 1988, and 1-for-8 (issue price $54.53) in 1989, 1-for-55 (issue price $48.30) in 1989, 1-for-16 (issue price $50.72) in 1991, 
1-for-38 (issue price $42.18) in 1993, 1-for-16.42525 (issue price $49.44) in 1995, 1-for-14.47926 (issue price $62.84) in 1997, 1-for-33.1645 
(issue price $76.61) in 1998, and 1-for-13.5404 (issue price $78.67) in 1999. 


A Excludes capital gains dividends paid in cash and in common shares. 


(a) For three months ending March 31, 1973. 


